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SPAWAR | NSTRUCTI ON 7540. 4E

From Commander, Space and Naval Warfare Systens Command

Subj: RELATIONS W TH AUDI T AGENCI ES AND THE SURVEYS AND
| NVESTI GATI ONS STAFF (S& S) OF THE HOUSE APPROPRI ATI ONS
COVMM TTEE ( HAC)

Ref: (a) SECNAVI NST 5740.26B
(b) SECNAVI NST 5740. 25D
(c) SECNAVI NST 7510. 7E
(d) SECNAVI NST 5740. 29
(e) SECNAVI NST 5200. 34D

1. Purpose. To provide guidance and direction to Space and
Naval Warfare Systems Command ( SPAWAR) Program Managers,
Directorate and Staff Code Heads and their staffs, as well as
to SPAWAR s Echelon Il commnds and activities per references
(a) through (e) with respect to the General Accounting O fice
(GAO), the DOD O fice of the Assistant |Inspector General for
Auditing (Al A)), the Naval Audit Service (NAVAUDSVC), and
the Surveys and Investigations Staff (S& S) of the House
Appropriations Commttee (HAC) relative to: (1) working with
auditors and S& S personnel during their surveys, reviews and
audits of SPAWAR and SPAWAR s Echelon 11l commands and
activities, (2) granting access/rel ease of DON records and
information, (3) ensuring SPAWAR coments on audit reports are
timely, responsive and representative of the SPAWAR position,
and (4) taking followup actions on the findings and
recommendati ons published by the specified audit

or gani zati ons.

2. Cancel | ati on. SPAWARI NST 7540. 4D.

3. Background

a. There is increasing Congressional interest in the
review and anal ysis of government operations, including those
of the Departnent of the Navy (DON). This review and anal ysis
t akes several forms including reviews of audits performed by
GAO, AIG(A), NAVAUDSVC and the S&l S. These audit reports have
a substantial inmpact on congressional and public views
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concerning DON activities, and can al so inpact such areas as
fundi ng and resourci ng.

b. References (a) through (c) contain specific details as
to the nature of GAO, Al G A), and NAVAUDSVC operations and
relationships with audited activities. These references al so
enphasi ze the requirenment for timely and responsive replies to
audit reports and pronul gate gui dance for preparation and
coordi nati on of managenent responses. Reference (d) provides
gui dance to DON personnel in their relations with nmenbers of
the S& S. Foll owup procedures and related reporting
requirements for audit reports are outlined in reference (e).

4. Policy

a. DON policy is to cooperate fully with audit
organi zations. Commander, Space and Naval Warfare Systens
Command ( COMSPAWAR) fully supports the concept of cooperation
with representatives of audit agencies. This includes taking
full advantage of audit findings and recommendati ons to
i nprove SPAWAR cl ai mancy operati ons.

b. The pursuit of integrity and efficiency, and the
elimnation of fraud, waste and abuse, is a nmjor objective of
the DON. COMSPAWAR requires that SPAWAR cl ai mancy personnel
take pronpt action to correct and prevent recurrence of
deficiencies identified in reports of audit organizations.

5. Procedures and Responsibilities. SPAWAR and each of its
subordi nate commands and activities shall designate an Audit
Li ai son POC to ensure adherence with this instruction and
rel ated SECNAV policy. Each Command POC will be tasked with
coordi nating, nonitoring and tracking external audits and
reporting all external audit activity as required. This
responsibility for SPAWAR i s tasked to SPAWAR 00G

a. Initial Contact

(1) SPAWAR cl ai mancy enpl oyees initially contacted
directly by representatives of audit agencies/S& S should note
the auditor’s name and tel ephone nunber, title of the audit
bei ng perforned, and the audit nunber/code or project nunber.
Speci fic details concerning the audit subject should not be
di scussed until the respective Audit Liaison POC has approved
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rel ease of requested information and authorized direct contact
with the audit agency/ S&l S.

(2) SPAWAR cl ai mancy enpl oyees shoul d not arrange
meetings or hold discussions with auditors based on a phone
call fromtheir sponsor or any other person in OPNAV or
external commands until the appropriate Audit Liaison POC has
been contacted and has provi ded an authorization to proceed.

(3) The Audit Liaison POCis contacted to ensure that
audit queries are consistent with audit objectives, to provide
avai | abl e background dat a/ docunents and direction to SPAWAR
cl ai mncy personnel, and to ensure that security clearances
and an announcenment of the audit or survey are on hand. In
sone instances, the Audit Liaison POC may be able to neet the
audit agencies requirenments with readily avail able
information, thereby precluding a site visit.

b. Entrance Conference. Wen notified of the initiation
of an audit, the Audit Liaison POC will arrange for an
entrance conference between auditors and pertinent command
representatives. The purpose of this conference is to gain a
mut ual under standi ng of the audit background, scope, specific
obj ectives, tinefrane, locations to be visited, audit
met hodol ogy, and nmi | estones for conpletion. A request for an
exit conference will be nade at this time. Any specific
expectations regarding the exit conference should al so be
addr essed.

c. Access to Managenent Information. Auditors should be
provi ded access to information and records as necessary to
carry out their statutory responsibilities.

(1) Specific regulations with respect to GAO s,
Al G(A)’ s and NAVAUDSVC s access to information are contai ned
in references (a), (b) and (c).

(2) Al SPAWAR cl ai mncy personnel shall make every
effort to pronptly respond to requests for information and
shall respond to such requests within the tinme periods
establi shed by the requester. |[|f established response tines
cannot be nmet, or are otherw se unreasonabl e, the conmand
Audit Liaison POC should be advised of the problem and pursue
resol ution.
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(3) SPAWAR cl ai mancy personnel have the responsibility
to ensure that the information provided to auditors is
factual, accurate, conplete, and current.

(4) Perceived conflicts between auditors’ queries for
informati on and audit scope and any questions regarding
access/rel ease of information to auditors shall be referred to
t he command Audit Liaison POC for resolution.

d. Exit Conference. The command Audit Liaison POC wil|
coordi nate an exit conference with audit agencies at the
concl usion of each audit. The exit conference provides an
opportunity for the auditors to present the audit findings and
recommendations. It allows nmanagers and auditors to discuss
factual inaccuracies, resolve as many di sagreenents as
possi ble at the activity level and may result in agreed-to
changes to draft findings and recommendati ons prior to their
inclusion in a report.

e. Management Responses to Audit Reports. SPAVWAR
cl ai mncy managers should attenpt to correct actual
deficiencies identified by auditors as soon as reasonably
possi ble. Correction of such deficiencies prior to the
i ssuance of a draft or final report by the audit agency shoul d
be favorably reflected in the final report. Upon receipt of
an audit report, the command Audit Liaison POC will provide
detail ed gui dance for the preparation of responses and
coordi nate the command response. Managenent input to the
response should adhere to the foll ow ng:

(1) Comments on audit reports should be accurate,
clear, positive, and objective. Existing problens should be
acknow edged and applicable corrective actions indicated;
pertinent omi ssions or inaccuracies in reported findings and
concl usi ons should be specifically and judiciously cited.
Refute inaccurate statenments or unsound concl usions on the
basis of fact or logic. Place a critical statement in proper
perspective, relating it to the tinefrane of the reported
deficiency and conditions existing at the tine, and obtain
| egal review, as necessary. The relevance of the finding
shoul d al so be addressed. Avoid contentious |anguage, tone
and opi ni ons not supported by fact.

(2) The managenent response shall express explicit
concurrence or nonconcurrence with reported findings and
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recommendations. |f managenent has a preferred alternative
for correcting the problem it should be clearly explained in
the response statenent. Concurrence with a finding or
recommendati on nust be acconpani ed by conpletion dates for
corrective actions taken and realistic and reasonabl e target
dat es for acconplishing planned corrective actions. Any
nonconcurrence to a finding or recomendati on nust be fully
expl ai ned.

(3) Ensure that applicable nonetary benefits di scussed
in a report as a savings or a cost avoidance are specifically
addressed in the response. The alleged savings or cost
avoi dance should be confirnmed, refuted, or corrected, as
appropriate. Conversely, increased costs that m ght result
froma report’s finding or recommendati on should al so be
addressed. Anpunts that cannot be verified should be
di scussed with the auditors pronptly and resol ved.

f. Audit Liaison POC Responsibilities. The command Audit
Li ai son POC is assigned to maintain liaison with the audit
organi zations (GAO, Al G A), NAVAUDSVC) and S& 'S, and with
OSD/ OASN/ OPNAV/  NAVCOWPT and ot her organi zati ons on audit
matters. SPAWAR HAC visits, other than S& S, are coordinated
t hrough SPAWAR 0O0P (Public Affairs O fice (PAO)). The command
Audit Liaison POC will handle adm nistrative, technical and
reporting responsibilities as foll ows:

(1) Adm nistrative

(a) Ensure a pronpt and effective di scharge of
assigned responsibilities.

(b) Ensure receipt of Announcenent Letters and
Visit Requests to confirmaudit objectives and security
cl earances.

(c) Arrange and attend all entrance and exit
conferences.

(d) Arrange, as necessary, for auditors to neet
conmand personnel or visit other offices/|ocations.

(e) Arrange for tenporary workspace and tel ephone
access for visiting auditors.



SPAWARI NST 7540. 4E
9 Oct 02

(f) Coordinate the preparation of replies to audit
reports and responses to data calls.

(g) Monitor the inplementation of corrective action
required in connection with audit reports.

(h) Maintain an official file on each audit survey,
review and report of interest to SPAWAR

(i) Provide closed audit files to the Managenent
Control Program (MCP) Coordinator for review. The MCP
Coordi nator tracks external audits against the Inventory of
Assessable Units as possible Alternate Managenent Contro
Revi ews (AMCR) and tracks material weaknesses and corrective
actions for necessary reporting under the MCP requirenents.

(2) Techni cal

(a) Provide guidance on the release of information
to auditors and S& S staff.

(b) Represent SPAWAR on issues of controversy
surroundi ng audits schedul ed or in process.

(c) Assist in resolving problens that may ari se,
i ncluding the resolution of differences on audit
reconmendat i ons.

(d) Arrange for contact with audit personnel to
obtain clarification of statenents and/or additional facts or
dat a.

(e) Ensure appropriate internal distribution of
draft and final audit reports.

(f) Assign action responsibility and due dates to
specific elements of SPAWAR to provide comments to the Audit
Li ai son POC on audit findings and recomendati ons in audit
reports, and furnish the SPAWAR action offices with pertinent
gui dance relative to the report.

(g) Provide guidance and assi stance to action
offices in the preparation of responses and adninistrative
procedures pertaining to the preparation, review evaluation
and rel ease of such responses.
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(h) Control and nonitor progress on the preparation
of responses to audit reports to ensure tinely and responsive
comments to findings, recomendati ons and nonetary benefits
cl ai med.

(i) Ensure that responses to nonetary benefits
claimed in audit reports are specifically addressed during
di scussions with the auditors and subsequent replies.

(j) Consider the applicability of audit report
findings to functions and/or elenents of the organization not
covered by the report.

(k) Obtain legal review, as appropriate, on
responses.

(3) Reporting

(a) Prepare command mandated internal reports, such
as nonthly Audit Liaison Status Reports.

(b) Prepare sem annual follow up status reports to
NAVI NSGEN on the status of actions taken to correct
deficiencies reported in audit reports.

(c) Prepare onsite verification reports to
NAVI NSGEN for all significant recomrendati ons.

g. SPAWAR/ Echelon Ill Program Directorates, Codes and
Staff Offices wll:

(1) Provide a current “point of contact” for all audit
liaison/S& S matters to the Audit Liaison POC when request ed.

(2) Cooperate with audit agencies/S& S staff and the
conmand Audit Liaison POC in responding to audit queries and
in maki ng pertinent information avail abl e.

(3) Adhere to established deadlines, as determ ned by
the Audit Liaison POC, for responding to audit reports based
on time requirements of higher authority.



SPAWARI NST 7540. 4E
9 Oct 02

(4) Ensure that applicable audit findings and
recomendati ons are adequately addressed in coments to audit
reports.

(5) Ensure that reported nonetary benefits clainmed in
audit reports are specifically addressed in responses.

h. Echel on Il Commands and Activities will:

(1) Advi se SPAWAR 00G of the name, code and phone
nunbers of the Audit Liaison POC for the conmmand.

(2) Ensure that appropriate command personnel are
advi sed of pertinent provisions of this and other referenced
i nstructions.

(3) Performfollowup on activity conpliance with
audit recomendations. Provide status reports to SPAWAR 00G
when request ed.

(4) Coordinate with SPAWAR 00G on all matters related
to audits and S& S matters.

(5) Ensure that the policy and general procedures
contained in this instruction are incorporated in |ocal
directives, as appropriate.

(6) Coordinate with the SPAWAR MCP Coor di nat or
regarding all material control weaknesses identified in final
external audit reports conpliant with the requirenents of
SPAWARI NST 5041. 2A, Chapter 3.

/sl
K. D. SLAGHT

Di stribution:
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